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Five-Year Progress Report 


Year ended June 30 
Sales and Earnings 
Net Sales 


Depreciation and 
amortization 


Income before income taxes 
Income taxes 


Income before extraordinary 
items 


Extraordinary items - net 
Net income 


Capital expenditures 


1975 


$70,114 


1,221 


3,380 


1,490 


1,890 


1,890 


$1,805 


The Quaker Oats Company of Canada Limited 
and Subsidiaries 


Thousands of Dollars 


1974 1973 19:72 1971 


$61,048 $47,866 $47,049 $45,680 
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32,620) 92,242 $884 $2,572 


President's Report 


A year ago, we described the fiscal year ending June 30, 1974 as 

“a time of unusual business conditions’. In the perspective of our 
experience during this past fiscal year, the ‘“‘unusual conditions” of 
the earlier period have become the normal business environment 
within which we now operate. Commodity markets have remained 
volatile and, despite the highest unemployment level since 1961, 
labour interruptions continued to plague our business, as well as those 
of some of our customers. The ability of the Company to deal with 
such conditions has provided a substantial degree of satisfaction to 
our staff. 


Net sales were $70.1 million in 1975, up from $61.0 million in 
1974. Net income was $1.9 million, compared to $1.7 million 
last year. 


The improved profitability is a result of effective cost controls in all 
areas of the business plus a very aggressive cost improvement pro- 
gramme, which included the implementation of a sophisticated 
inventory control system. Despite the continued improvement in 
earnings, return on investment needs to be further improved to 
provide the necessary funds for future capital requirements. 


Sales were highlighted by a strong performance of our Human Food 
products. With food prices in general rising rapidly, 't appears that 
Quaker and Aunt Jemima products appealed to Canadian consumers 
as “good dollar value.’ The continuing growth of Quaker Harvest 
Crunch helped increase our total ready-to-eat cereal market share. 
Aunt Jemima Complete Pancake Mix proved a successful addition to 
our line of mixes. 


During the year, the completion of a major expansion of dry and 
semi-moist production facilities at our Trenton Pet Food Plant 
provided necessary extra Capacity to allow us to effectively compete 
in these growing segments of the pet food market. Notable new 
product introductions included our new semi-moist dog food, Ken-L 
Ration Liver Flavoured Burger and Puss ‘n Boots Special Menu dry 
cat food. Changing market conditions and a lengthy interruption in 


production, proved significant challenges to our pet food business 
during fiscal ‘75. Near year-end all canned pet food production was 
consolidated at our Trenton Plant. 


Two new directors were elected to the Board of Directors on July 29, 
1975—Mr. Thomas E.W. Nind and Mr. Jon K. Grant. Mr. Nind is 
President and Vice Chancellor of Trent University in Peterborough. 

Mr. Grant, who joined Quaker in 1974, was appointed Vice President 
and General Manager of the Company in January of this year. 


As we look ahead to fiscal 1976, we must anticipate a continuation 
of the kind of economic and general business challenges that have 
been prevalent during the past fiscal year. Nonetheless, we are 
confident that our business performance will show continued 
improvement. 


On behalf of the Board, | would like to express appreciation to all 
employees who have enabled us to meet our objectives of the past 
year, and encourage them to maintain the Quaker standards in provid- 
ing to our customers products of good value and the highest quality. 


XY font (ee 


Frank J. Morgan 
President and Chief Executive Officer 


any eal tv 
“a2 QUA 
OATIV 


wich Cinnamon | 


eR) . 


‘Qusnceeee 100% WHOLE Wi 


ae of sated sate. brome super 
10h, A ready be ont Sr —— 


q 


Morsels £5) 


TENDER, MOST CAT oS 


TENNER, MOST Cay HO 


Fort i 
POUCHES 


Pam amine! 


Some of Quaker’s 
growing family of 
quality products 
for people and 
their pets. 


1 

q 

| 
a 


1 delicous 
ia dry 
LAB cat food 


men delicous 
ul cat food 
4 4 . a id 


Specially 
formulated, with 
four flavours, 

to provide the 
proper bel: 
of protein, 
vitamins anit 
minerals cits need 


Consolidated Statements of Income and Reinvested Earnings 
for the years ended June 30, 1975 and 1974 


Thousands of Dollars 


1975 1974 
Net Sales $70,114 $61,048 
Costs and Expenses: 
Cost of sales 55,167 47,852 
Marketing, general and administrative 11,567 10,176 
66,734 58,028 
Income before income taxes 3,380 3,020 
Provision for income taxes 1,490 ‘1,340 
Net Income for the year 1,890 1,680 
Reinvested earnings at beginning of year 13,874 12,194 
15,764 13,874 
Prior period adjustment 95 — 
Dividends paid (221) — 
Reinvested earnings at end of year $15,638 $13,874 


The accompanying notes are an integral part of these consolidated financial statements. 


The Quaker Oats Company of Canada Limited 
and Subsidiaries 
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Consolidated Statements of Source and Use of Working Capital 
for the years ended June 30, 1975 and 1974 


Thousands of Dollars 


1975 1974 
Sources of Working Capital: 
Operations - 
Net income for the year $1,890 $1,680 
Depreciation 984 888 
Amortization 237 58 
Deferred income taxes 387 145 
Total from operations 3,498 Daya). 
Prior period adjustment 95 = 
Disposal of property, plant and equipment, net 108 82 
Total provided 3,701 2.853 
Uses of Working Capital: 
Dividends paid 221 ~ 
Additions to property, plant and equipment 1,805 2623 
Total used 2,026 2,623 
Increase in Working Capital 1,675 230 
Working Capital at Beginning of Year 4,811 4,581 
Working Capital at End of Year $6,486 $4,811 


The accompanying notes are an integral part of these consolidated financial statements. 


Consolidated Balance Sheets—June 30, 1975 and 1974 


Thousands of Dollars 


1975 
Assets 
Current Assets: 
Cash $ 1,228 
Accounts receivable - 
Trade 4,979 
Affiliated companies 283 
5,262 
Inventories 6,877 
Prepaid expenses 229 
Current assets 13,596 
Property, Plant and Equipment, at cost: 
Land 105 
Buildings 6,205 
Machinery and equipment 13,918 
20,228 
Less-Accumulated depreciation 7,785 
12,443 
Trademarks and Formulae, at cost less amortization 859 


$26,898 


The accompanying notes are an integral part of these consolidated balance sheets. 
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$27,425 


and Subsidiaries 


QUAKER 


Liabilities and Shareholders’ Equity 


Current Liabilities: 

Bank indebtedness 

Accounts payable and accrued expenses 
Due to affiliated companies 

Income taxes payable 


Current liabilities 
Deferred Income Taxes 
Shareholders’ Equity: 


Capital stock- 
Authorized- 


25,000 common shares no par value 


Issued and outstanding- 
25,000 shares 
Reinvested earnings 


Shareholders’ equity 


The Quaker Oats Company of Canada Limited 


Thousands of Dollars 


1975 


237 


15,638 


17,975 


$26,898 


1974 


$ 3,284 
Ore 
529 

692 


9,788 


1,426 


Zesor 


13,874 


16.214 


$27,425 


Notes to Consolidated Financial Statements 
June 30, 1975 and 1974 


Summary of Significant Accounting Policies 


Principles of Consolidation The consolidated financial statements 
include The Quaker Oats Company of Canada Limited (‘Company’) 
and all subsidiaries. 


Inventories Inventories are based upon physical quantities, priced 
at the lower of average cost or market. 


Depreciation and Properties Depreciation is provided in the 
accounts using the straight-line method over estimated useful lives of 
the properties. 


Normal gains or losses on sales or abandonments are reflected in 
accumulated depreciation. Abnormal gains or losses are reflected 
in income. 


Amortization of Trademarks and Formulae Prior to July 1, 
1974, trademarks and formulae were amortized over twenty years to 
1993. Subsequent to that date, the amortization period of certain 
trademarks and formulae was reduced to four years and this resulted 
in additional amortization expense of approximately $180,000 being 
charged to operations for the year ended June 30, 1975. 


Deferred Income Taxes For income tax purposes, depreciation is 
claimed at rates in excess of those used for book purposes. 
Conversely, certain expenses are not claimable for income tax 
purposes until future years. These factors result in a net deferred tax 
liability. 


Retirement Benefits 


Pension Plans § The companies maintain pension plans for 
substantially all of their employees. The policy is to expense and fund 
annually Current service costs and amortize and fund past service 
costs over the period to 1989 or earlier. The unfunded past service 
liabilities of which $50,000 has been accrued as of June 30, 1975, 
approximated $190,000 in the aggregate which reflects a change 

in assumptions used in the most recent actuarial report. 


The Quaker Oats Company of Canada Limited 
and Subsidiaries 


QUAKER 


Employees’ Retirement Life Insurance The companies provide 
all retiring employees with fully paid life insurance benefits. As of 
June 30, 1975, $237,000 has been accrued but not funded to 
reflect these benefits. 


Plant Closing 


During 1975, the Company closed one of its manufacturing facilities 
and charged the year’s operations with the closing costs. The related 
property, plant and equipment, excluding equipment transferred to 
other plants, will be sold outright. The Company anticipates no loss 
on disposal of this property, plant and equipment. 


Royalties 


During 1975, the taxation authorities disallowed a portion of inter- 
company royalties for the fiscal years 1970 through 1972. The 
parent company refunded these royalties in 1975 and the refunded 
amount of $95,000, net of applicable taxes, has been reflected as 
a prior period adjustment in the accompanying consolidated state- 
ments of income and reinvested earnings. 


Information on Directors and Officers 


June 30, 1975 June 30, 1974 
Number Remuneration Number Remuneration 
Directors 9 hile @6) re) $ 18,900 
Officers Z $15 4:07 1 8 $ 160,000 


As of June 30, 1975, two officers (two in 1974) were also directors. 


1] 


Auditors’ Report 


To the Shareholders of 
The Quaker Oats Company of Canada Limited: 


We have examined the consolidated balance sheets of THE 

QUAKER OATS COMPANY OF CANADA LIMITED (a Canada 
corporation) AND SUBSIDIARIES as at June 30, 1975 and 1974, and 
the consolidated statements of income and reinvested earnings and 
source and use of working capital for the years then ended. Our 
examination included a general review of the accounting procedures 
and such tests of the accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly 
the financial position of The Quaker Oats Company of Canada 
Limited and Subsidiaries as at June 30, 1975 and 1974, and the 
results of their operations and the source and use of their working 
Capital for the years then ended, in accordance with generally 
accepted accounting principles consistently applied during the 
periods. 


August 8, 1978 Nithice) Anoleran 66. 
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